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ABSTRACT

Working under the guidance and direction of the Audit Committee, the Auditor of the Board
provides an independent means for assessing management’s compliance with policies, programs
and resources authorized by the Board of Supervisors. Further to this process, efforts are made to
gain reasonable assurance that management complies with all appropriate statutes, ordinances
and directives.

This agency plans, designs, and conducts studies, surveys, evaluations and investigations of County
agencies as assigned by the Board of Supervisors or the Audit Committee (AC). For each study
conducted, the agency focuses primarily on the County's Corporate Stewardship vision elements.
The agency does this by developing, whenever possible, information during the studies performed
which are used to maximize County revenues or reduce County expenditures.

To assist the Office of Financial and Program Audit (OFPA) with executing the responsibilities
under our charge, members of the Fairfax County Board of Supervisors (BOS) submit study
recommendations of which the findings and management responses are included in published
studies. This process is utilized to provide the constituents, BOS and management reasonable
assurance that fiscal and physical controls exist within the County.

Additionally, this agency conducts follow-up work on prior period studies. As part of the post
study work conducted, we review the agreed upon managements' action plans. To facilitate the
process, we collaborate with management prior to completion of studies. Through this
collaboration, timelines for the implementation of corrective action and status updates are
documented for presentation at the upcoming Audit Committee Meetings.

The results of studies may not highlight all the risks/exposures, process gaps, revenue
enhancements and /or expense reductions which could exist. ltems reported are those which could
be assessed within the scheduled timeframe, and overall organization’s data-mining results. The
execution of the OFPA’s studies are facilitated through various processes such as; sample
selections whereby documents are selected and support documentation is requested for
compliance and other testing attributes. Our audit approach includes interviewing appropriate
staff and substantive transaction testing. OFPA staff employs a holistic approach to assess
agencies/departments whereby the review is performed utilizing a flow from origination to
closeout for the areas under review.

There are several types of studies performed by OFPA, e.g.; operational, financial, compliance,
internal controls, etc. To that end, it is important to note; OFPA staff reserves the option to
perform a holistic financial and analytical data-mining process on all data for the organization
being reviewed where appropriate. This practice is most often employed to perform reviews for
highly transactional studies.
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EMERGENCY MEDICAL SERVICES BILLINGS AND COLLECTIONS STUDY
DETAILED OBSERVATIONS AND ACTION PLANS
STUDY OVERVIEW
The results of this study may not highlight all the risks/exposures, process gaps, revenue

enhancements and /or expense reductions which could exist. ltems reported are those which could
be assessed within the scheduled timeframe, and overall organization’s data-mining results. The

execution of OFPA’s studies are facilitated through various processes such as; sample selections
whereby documents are selected and support documentation is requested for compliance and
other testing attributes. There are several types of studies performed by OFPA, e.g.; operational,
financial, compliance, internal controls, etc. To that end, it is important to note; OFPA staff
reserves the option to perform a holistic financial and analytical data-mining process on all data
for the organization being reviewed where appropriate. This practice is most often employed to
perform reviews for highly transactional studies.

Regarding this study, through interviews and conversations with management we gained an
understanding of the origin of the service delivery concepts related to the billing and collection
functions for Emergency Medical Services (EMS) Transport Services. For the purposes of this study
we focused on the paradigm around these areas. The issues germane to our review were to keep-
in-view the accounting and finance functions operating under the auspice of accounting for and
recognizing passive income. Therefore, we understand that aggressive billing and collection
efforts are not employed as a guiding principle for executing these functions. With those thoughts
in mind, we proceeded with this study in the manner detailed below.

OFPA endeavored to perform a review that focused on reducing General Fund support through;
billable revenues and collections. We also assessed the processes for gathering patient billing
information, the billing and collection processes for current and delinquent accounts, and the
contractor’s collection rate. The billing and collection functions are performed by a third-party
administrator (McKesson). We reviewed the; coordination, compliance and service delivery of this
process with the Fire and Rescue Department (FRD), the Department of Finance (DOF) and the
Department of Taxation (DTA). The FY 2018 Adopted Budget for EMS Transport Fee is ~$20M.
Our study also included a review of revenue recognition, accruals, provisioning, and any other
accounting related functions. This study included (but not limited to) an assessment of the
following EMS support functions; accounting, billing, collections, constituent verification, waivers
and other related ancillary processes.

Substantive testing was performed by utilizing EMS transport tracking data provided by FRD
staff. Thirty items were included in the selected sample for transport transaction testing. Selected
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testing results (tables for which anomalies and testing clarifying information) are provided in
Appendix A and Appendix B.

Our audit approach included interviewing appropriate staff and substantive transaction testing.
Further to this process we endeavored to assess revenue enhancement and cost reduction
opportunities. Lastly, we evaluated compliance, internal controls, and departmental policies and
procedures for enhancement opportunities. OFPA staff employs a holistic approach to assess
agencies/departments whereby this review was performed utilizing a flow from origination to
closeout for the areas under review.

OBJECTIVES AND RESULTS

EMS Hardship Waiver Approval Process Needs Improvement
EMS Hardship Waiver Processing Needs Improvement
Provisioning for EMS Bad Debt Needs Improvement
Accuracy of Billing Statements ;

Control Summary
Weak Controls

e Review of billing statements mailed e Instances whereby INOVA hardship
for services provided performed waivers utilized as sole source for FRD
without exception. waiver approvals.

e EMS hardship waivers cycle through
the process without being completed
and all supporting documentation
received due to patient non-
compliance.

e Aged receivables provisioned same
level for several years.

OBSERVATIONS AND ACTION PLANS

The following table(s) detail observation(s) and recommendation(s) from this study along with
management’s action plan(s) to address these issue(s).
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EMS HARDSHIP WAIVER APPROVAL PROCESS
Risk Ranking MEDIUM

We noted instances whereby FRD hardship waivers are being approved based on the assessment
performed by INOVA hospitals. In these instances, reliance is on INOVA to perform the due diligence re:
income verification.

The Patient Care Agreement under which INOVA operates reflects 400% of Federal Poverty Guidelines
(FPG) as the basis of approval for waivers. The waivers are used as support by EMS FRD as sufficient
support for waiver of FRD transport service charges. Absent of the INOVA waiver form, EMS FRD
performs a financial review whereby 300% of FPG is utilized as the basis of approval for waivers.

This practice lends itself to inconsistent practices in evaluating and approving waivers. Inconsistent in that
some transport charges are waived utilizing an assessment whereby 400% of FPG is the basis of
approval for waivers. In other cases, 300% of FPG is the basis of approval for waivers and the
assessment of the waiver is performed by FRD EMS finance staff.

9 of 30 or 30% of the sample revealed instances whereby the hardship waivers were approved per
INOVA guidelines.

Additionally, it is not explicitly stated in the FRD policy statement documents that EMS staff should accept
waiver assessments by INOVA as approvals for FRD waivers. The acceptance of INOVA financial aid is
documented in desk procedures as guidance for FRD staff for waiving fees.

Recommendation

Per the INOVA charity care agreement, full charity write-off for patients in households with income levels
at or below 400% of FPG are waived. This policy applies to both underinsured and uninsured patients.
INOVA changed its charity care policy effective January 1, 2016. FRD is operating under the premise
that INOVA waives its fees if a patient can demonstrate income below 250% of FPG, which was
INOVA'’s old practice. FRD approves waivers if a patient can demonstrate income below 300% of FPG.

As there is an inconsistency in the waiver process, we recommend that FRD apply a consistent waiver
process for approving hardship waivers. Additionally, FRD should codify this process in the respective
policy statements. This will ensure the waiver process instituted by INOVA is performed in a consistent
manner. This practice will also assist management in aligning the waiver process to ensure the approval
assessments are performed in a consistent manner. As a result of this review, FRD staff has intimated they
are in the process of including language in the respective policy statements to address the INOVA
approval process. We are requesting that the changes are aligned with the above-mentioned

recommendations in actionable and measurable context.

70f63|Page




Fairfax County
Office of Financial and Program Audit

Point of Contact Target Email Address
Implementation Date

John J. Caussin Jr. June 29,2018
(Assistant Fire Chief, FRD)

MANAGEMENT RESPONSE:

Since the EMS Transport Billing Program was initiated in April 2005, FRD has been authorized by the County
Executive and Board of Supervisors to waive EMS transport charges ONLY for families with incomes at or below
300% of the federal poverty guidelines (FPG). For over 11 years and consistent with BOS guidance for
compassionate billing practices, the 300% FPG threshold was either at the same level or more generous than the
applicable charity care policies of all D.C. metropolitan area hospitals to which FRD transports patients.

In addition, a more detailed review of EMS transport waivers that FRD approved primarily on the basis of an
INOVA charity care letter since INOVA’s charity income threshold was raised to 400% of FPG indicated that only
2.5% of such applicants actually had incomes above 300% of the FPG. Therefore, the annualized FY 2017 fiscal
impact of approving these waivers is estimated to have been no more than a total of $5,425 (which is 0.03% of
total FY 2017 net revenues).

The INOVA Health System’s 2016 change in their charity care threshold to 400% of the FPG was simply not
communicated to the EMS Transport Billing Program. That communication is usually a function of inter-agency
communication between FRD and the Health Department in relation to Fairfax County’s Health Care Advisory
Board (HCAB). The HCAB oversees INOVA'’s implementation of their charity care policies and assesses its
community benefit.

Next steps:

e The EMS Transport Billing Program Manager will consult with the Health Department’s staff liaison to the
HCAB at least twice a year (i.e., following the HCAB’s semi-annual meetings with INOVA leadership to
discuss the INOVA Charity Care policy) to ensure the EMS Transport Billing Program’s ongoing alignment
with current INOVA charity care policies, and utilization of the appropriate income thresholds for EMS
transport waivers. The EMS Transport Billing Program Manager will also review the charity care policies
of all other regional hospitals to which FRD transports patients at least once per year to ensure that FRD
policy remains at the top of the income threshold for EMS transport waivers.

e FRD staff has already begun the process of updating departmental policies to align the income thresholds
for EMS transport waivers with the current INOVA charity care policy. A board item will be prepared
and submitted for BOS approval granting FRD authority to align the EMS transport waiver threshold with
the INOVA charity care policy going forward.
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EMS HARDSHIP WAIVER PROCESSING

Risk Ranking

was abated through this process.

Recommendation

the related aged receivables.

FRD finance staff writes-off receivables aged past 180 days. During our substantive testing of 30
samples of the billing and collection process we observed the following:

e 5 of 30 or 16.66% of the sample revealed instances where the applications for EMS Transport
waivers were incomplete and never finalized due to patient non-compliance. These billings
approached 180 days and were written off. The hardship waiver review and approval function

Writing off unapproved hardship waivers degrades the established practices.

We recommend that efforts are made to complete the approval and waiver process before writing off

Action Plan

Point of Contact

Target Email Address
Implementation Date

John J. Caussin Jr.
(Assistant Fire Chief, FRD)

April 30, 2018

MANAGEMENT RESPONSE:

To address this recommendation, FRD will communicate a 30-day deadline for completion in correspondence to
waiver applicants requesting additional information, back-up documentation, and/or completion of a hardship
waiver application. Following the 30-day period, if a hardship waiver application is still incomplete, the
application will be deemed invalid /denied, and the patient’s account will continue to be processed as per
established EMS Transport Billing Program policies and procedures.
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PROVISIONING FOR EMS BAD DEBT

Risk Ranking

FRD EMS receivables are aged up to 180 days on the McKesson Accounts Receivable (AR) report. This
report was created and populated per the guidance provided by FRD to McKesson and is in compliance
with the AR accounting standards of the County. FRD with the assistance of DOF provision $5,000,000 for
EMS receivables annually. The average receivable balance over the past five years is $7,935,842. The
policy of writing off aged receivables past 180 days reflects a result of approximately 63%
provisioning. Further to this observation, FRD reported gross collection rate approached approximately

58.6% for FY 2017. Over the past three years the gross collection rate has never been lower than
53.0%.

Recommendation

We understand the provisioning assessment process is performed at a high level and does not financially
impact Current Assets or the Balance Sheet. These monies are recorded as deferred income, as
communicated by DOF. To enhance the management accounting practices of the County, we recommend
that consideration is given to the process of re-assessing the EMS FRD provision compilation, with the
assistance of DOF. We also recommend that consideration is given to including the use of receivables
balances, collection history, provisioning matrix, and other traditional provisioning tools. Performing the
provisioning process utilizing this granular level assessment will assist staff in the compilation of a more
accurate receivable provision.

Action Plan

Point of Contact Target Email Address
Implementation Date

John J. Caussin Jr.
(Assistant Fire Chief, FRD) June 30, 2018

Deirdre Finneran
(Deputy Director, DOF)

MANAGEMENT RESPONSE:

Given its negligible financial impact, historically, the provisioning assessment process for EMS Transport Billing
Fee Revenues has been done pro-forma via a brief annual discussion between staff at FRD and the Department
of Finance, based on the extensive experience and judgement of the individuals involved. Given this current

recommendation and new staff, the EMS Transport Billing Program staff will coordinate a more formal annual
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assessment of the EMS Transport Billing Fee Revenues provisioning entry with the Department of Finance each

fiscal year at year-end, as prescribed.
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COUNTY PROCUREMENT CYCLE ANALYSIS STUDY
DETAILED OBSERVATIONS AND ACTION PLANS
STUDY OVERVIEW

The results of this study may not highlight all the risks/exposures, process gaps, revenue
enhancements and /or expense reductions which could exist. ltems reported are those which could
be assessed within the scheduled timeframe, and overall organization’s data-mining results. The
execution of the Office of Financial and Program Audit (OFPA’s) studies are facilitated through
various processes such as; sample selections whereby documents are selected and support
documentation is requested for compliance and other testing attributes. There are several types
of studies performed by OFPA, e.g.; operational, financial, compliance, internal controls, etc. To
that end, it is important to note; OFPA staff reserves the option to perform a holistic financial and
analytical data-mining process on all data for the organization being reviewed where
appropriate. This practice is most often employed to perform reviews for highly transactional
studies.

Procurement cycles have major impacts on business strategies, operational costs and service
deliveries. Streamlined procurement cycles facilitate efficient approaches to reduce operational
costs and provide competitive advantages in the market; however an over-emphasis on
expediency can compromise contract quality and risk mitigation and a one fits all response will
not address unique and complex scenarios which accompany some of the larger, more detailed
procurements. This study was performed to assess the procurement process from initial requests to
contract award. This review also included a review of agencies’ (requesting and supporting) roles in
the procurement process. The report-out does not include information such as benchmarking to
comparable jurisdictions. No comparable jurisdictions in the Northern Virginia area could be
identified that had performed the same analysis. It is importation to benchmark against Northern
Virginia comparable jurisdictions as these jurisdictions must also comply with the Virginia statutes.
This study excluded the following procurement authorities; Fairfax County Public Schools (FCPS),
Department of Public Works and Environmental Services (DPWES), Fairfax County Department of
Transportation (FCDOT), Fairfax County Park Authority (FCPA), Department of Administration for
Human Services (DAHS), Department of Housing and Community Development (DHCD) and
Retirement Administration Agency (RAA). These agencies will be reviewed under separate cover
in future quarters.

The Virginia Public Procurement Act provides two formal methods of competitive source selection.
Award under an invitation for bid (IFB) is made to the lowest responsive and responsible bidder.
Award under a request for proposal (RFP) is made through competitive negotiations to the top
rated offeror. Evaluating an IFB differs from an RFP, in that only criteria that pricing department
has to evaluate is lowest responsive /responsible bidder. This also means that there can’t be any
negotiations about price, services, terms or conditions required by the contract.

Below are the RFP procurement review timeline attributes included in the presentation of our
review:
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e Time from requestor’s solicitation to preparation and issuance of RFP.
e Receipt of RFP bids to review process.

e Selection Advisory Committee (SAC) review of technical proposal.

e SAC review of business proposal.

e Negotiation of contracts for vendor selection.

e Evaluation of time commitment by (requesting and supporting) agencies in the procurement
process.
e Contract award recommendation by SAC.

e Contract award finalized.

The Procurement Manual provides a more comprehensive write-up to the procurement process.
The Analyses performed by our office revealed the average amount of days to complete a RFP
procurement was 279 days. Additionally, the average amount of days to complete an IFB
procurement was 109 days.

Avg. Days to Complete Procurements
FY 2016 & FY 2017

350
300 279
250
200
150
100

50

B RFP Avg. Days M IFB Avg. Days

Data Provided by DPMM

Reported procurement cycle time (County budget). DPMM provided context around the overall
procurement cycle re: average days to procure RFP related procurements as reported to DMB which was
lower than the figure reported in OFPA’s analysis. DPMM only excluded one outlier in RFP processing

time in FY 2017, all other fiscal years include the full dataset. FY 2016 is an amended outcome, based on
a modification of the calculation methodology.

FY 2014 FY 2015 FY 2016 FY 2017

239 212 272 235

130f63|Page




Fairfax County
Office of Financial and Program Audit

Avg. Days to Complete RFP Procurements by Process for Total Population
FY 2016 & FY 2017
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Avg. Days to Complete RFP Procurements by Process
for Total Population in Percentage Terms
FY 2016 & FY 2017

= Agency Request to lssue RFP = Bids Received

m Tech Proposal Evaluation Business Proposal Evaluation

u Complete Negotigions and Make Recommendation = Contract Review & Award After SAC Recommendation
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Our emphasis for this study was to analyze the RFP procurement cycle analytics. We endeavored
to identify bottlenecks and opportunities to streamline the RFP procurement process. We also
assessed the procurement processes for IFBs and RFPs.

Substantive testing was performed by utilizing solicitation files provided by DPMM staff.
Seventeen judgmental case studies (12 RFP and 5 IFB) were selected to test in detail. Included in
the sample was one RFP contract awarded in FY 2015. Several of the case study procurements
were IT related, which by their nature, typically take longer as the projects involve multiple
customers and the final contract may incorporate many subordinate agreements such as software
licenses.

The major milestones for the RFP procurement process are consistent, however, the challenges at
each stage vary as the breadth and scope of goods and services being procured by the County
can be highly unique and complex. To identify the bottlenecks in the RFP procurement process,
we stratified procurements by category to better analyze the results. These results highlighted
potential bottlenecks and opportunities for streamlining the process. The results below were
reviewed with management for concurrence and knowledge sharing.

Avg. Days to Complete RFP Procurements by Area
FY 2016 & FY 2017
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Avg. Days to Complete IT RFP Procurements by Process for Population
FY 2016 & FY 2017
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IT RFP Procurements by Process for Population in Percentage Terms
FY 2016 & FY 2017

= Agency request to issue RFP

= Tech Proposal Evaluation

= Complete Negotiations and make Recommendation

= Bids Received

Business Proposal Evaluation

= Contract Review & Award After SAC Recommendation
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Avg. Days to Complete IT RFP Procurements by Process for Case Studies
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Our audit approach included interviewing County staff and transaction testing. We evaluated
procurement constraints to identify process enhancements, this assisted us in compiling observations
and recommendations to streamline the procurement process.

OBJECTIVES AND RESULTS

Business Obijectives Study Assessments

SAC Committee Evaluation Timeline Needs Enhancement
RFP Procurements Process Timeline to Award Needs Enhancement
Collaborative Cross Departmental Work Group Needs Enhancement
Negotiations with Vendor’s Counsel Needs Enhancement
Coordination of Annual IT Plan between DIT, DPMM & OCA Needs Enhancement
Timeline for Vendors to Respond to Requests Needs Enhancement

Standardized IT Procurement Contract Templates

Acknowledgement Certification

Average Days to Complete IFB Procurements

Procurement Guidance to Process Owners

Control Summary
‘ Enhancements To The Process

e Average days to complete IFB e Bottlenecked process due to extended
procurements appear to be within review and move of procurements to
reasonable timeframes. next phase by SAC.

¢ DPMM subject matter expertise and e Extended days to flow from intake to
guidance provided adds value to the processing due to backlogged
procurement process. solicitation requests.

e POCGs not identified at project
inception, this may result in delays in
the procurement process.

e Enhance contracting phase by
expediting the use of OCA to work
with vendor counsel.

e Coordination between DIT, DPMM and
OCA on Annual IT Plan.

e Delayed responses from vendors
adversely impact the procurement
process.

e Improvements to the standardized RFP
IT procurement contract templates

could decrease procurement timeline.
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Control Summary
Enhancements To The Process

e The addition of an Acknowledgement

Certification in the procurement process
(where appropriate) could assist
streamlining and reduce the

negotiation time.

OBSERVATIONS AND ACTION PLANS

The following table(s) detail observation(s) and recommendation(s) from this study along with
management’s action plan(s) to address these issue(s).
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SAC COMMITTEE EVALUATION TIMELINE

Enhancement Opportunity

The SAC is an evaluation committee that is responsible for reviewing and evaluating proposals for RFPs
and recommending the award to the purchasing agent. This committee’s role is an essential function in the
process. The SAC must be comprised of a minimum of 3 staff members. Prior SAC committee members
have intimated that larger SAC panels have adverse effects on the process whereby delays occurred in
the meeting coordination, planning of negofiations with vendor(s) and overall evaluation phase of the
procurement process. Evaluation committee members may include project managers, representatives of
the user department and other internal /external project stakeholders. DPMM uses procurement schedules
which includes milestones and timelines for each procurement, these tools are not consistently enforced.

Our review revealed many instances whereby the SAC evaluation process was bottlenecked due to
factors such as; conflicts in schedules and availability of SAC to review large, complex proposals and
attend meetings. The coordination of these schedules is critical to the process for all project phases,
including the demo/negotiation phase. Process dictates that communication between the County and the
offeror be facilitated by the DPMM contract specialist to ensure all transactions are conducted fairly.
Direct communication between the offeror and the SAC chair or negotiation lead is recommended on a
case-by-case basis.

Recommendation

We recommend that the project predetermined timelines are managed through the use of an existing
management tool. As DPMM has an oversight function, and utilizes a procurement project management
tool to manage the predetermined timelines established in the DPMM project plan. We also recommend
that DPMM strategize with the SAC chair to ensure that the project schedule is maintained.

Additionally, consideration should be given to structuring the SAC with SME’s with background in the
project subject matter. When appointing SAC members, consideration should also be given to the level
and/or grade of the employee as the limited availability of senior management may adversely impact
the procurement cycle time.

Action Plan

Point of Contact Target Implementation Date Email Address
Cathy Muse
(Director, DPMM) February 28, 2019
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MANAGEMENT RESPONSE:

DPMM concurs with the first process enhancement recommendation. The existing procurement project
management tool is scheduled to be retired and the department will work with DIT to identify and
implement a more robust system that supports project management, as well as, management reporting.

DPMM concurs with the second process enhancement recommendation. The size and composition of the
SAC is a matter fully within the authority of the Purchasing Agent. DPMM will discourage the
appointment of high level County officials (where appropriate) and will approve large SAC committees
only where deemed necessary due to the complex nature of the procurement.

For IT Projects, the recommended process already exists. IT Projects in the official IT Investment Plan are
managed by an appointed agency sponsor Project Manager and DIT appointed technical project
Manager, who are responsible as part of their duties to lead the SAC process if a solicitation is required
for a solution and/or implementation firm. The composition of the SAC is based on being sure that all
stakeholder agencies are represented in the selection process including business function and IT SMES.
The DIT PMO has a role in advising the Project Managers to maintain status spend and required
coordination based on County IT Project Policy. All IT Projects are required to have a Project Plan that
includes estimated timeframes for all activity milestones including procurement cycle time.
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RFP PROCUREMENTS PROCESS TIMELINE TO AWARD

Enhancement Opportunity

Our analysis revealed average days to complete a RFP as 279 days. Our sample revealed the following
bottlenecks that prolonged the RFP procurement process. This list only covers areas not previously
addressed:
® Procurement request intake process compromised due to;
0 Incorrect contract templates used by user agencies, and
0 Incomplete RFP Solicitation Requests remitted by user agencies.

Recommendation

As the initial backlog in the procurement process is perceived to be created by the procurement request
intake bottleneck, we recommend this process is reviewed to identify gaps for remedies. We also
recommend that contract templates are reviewed and updated, changes should be communicated in the
most efficient manner to needed parties. Lastly, we recommend that RFP predetermined timelines are
managed using an existing project management tool to assist in staying with proposed completion dates,
to the extent feasible.

Action Plan ‘
Point of Contact Target Implementation Date Email Address

Cathy Muse

(Director, DPMM) February 28, 2019

MANAGEMENT RESPONSE:

DPMM concurs with the recommended process enhancement. The department will consider implementation
of a scope of work or statement of work (SOW) tool for use by user agencies, in lieu of contract
templates. The SOW tool would prompt user agencies to provide pertinent information related to their
requirement without any need to edit, modify, or otherwise employ the contract templates. The templates
are designed for use by DPMM contract specialist and need not be provided to the end user to initiate
the procurement process.
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COLLABORATIVE CROSS DEPARTMENTAL WORK GROUP
Enhancement Opportunity ‘

Through interviews with OCA and meetings with related parties, we were informed of instances whereby,

during legal review, difficulties were experienced in identifying the Point of Contact (POC) for some IT
procurements from DIT and other stakeholders in the process. This has contributed to the prolonged IT
RFP procurement process.

Recommendation

We recommend that a work group is formulated with representatives from DPMM, DIT, OCA (and/or
other parties as deemed appropriate) to strategize in the earliest (or most appropriate phase) of the
procurement cycle. This will enhance the process of identifying and liaising with the POCs. This group
should be convened to identify times to liaise with parties needed to effectively execute the procurement
process, to include:
e OCA’s involvement at the appropriate time for these high-level IT related procurements.
e To identify process owners aligned with the procurements in question.
o For example; DIT to provide the process owners that are subject matter experts, available
and to assist in assessing the timeline and other related objectives.
o Consideration be given to DIT staff attending the monthly meeting between DPMM and
OCA (which currently exists) to discuss procurements in queue. This will assist DIT in
proactively identifying procurements which require the expertise and/or staffing.

Point of Contact Target Implementation Email Address
Date

Elizabeth Teare
(County Attorney)

Wanda Gibson February 28, 2019
(Director, DIT)

Cathy Muse
(Director, DPMM)
MANAGEMENT RESPONSE:

DPMM concurs with the first recommended process enhancement. Typically, a subject matter expert or project
manager is identified at the outset of the project. On occasion, staffing changes have challenged staff to identify

the correct POC to provide guidance and direction.
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DPMM will give consideration to the second recommended process enhancement. The monthly DPMM and OCA
meeting agenda includes many non-IT procurement matters. The quarterly DPMM / DIT business planning meetings
are another opportunity to collaborate on projects.

OCA concurs with the first recommended process enhancement and shares DPMM'’s concerns that the monthly
DPMM/OCA meetings include many non-IT issues and that adding DIT to the quarterly meetings between OCA
and DPMM might be more collaborative.

DIT supports the recommendation to include OCA earlier in the process for major, complex IT projects for input to
the special terms and conditions prior to issuance of the RFP and for general awareness. It is the current practice
for DIT to determine and identify a project manager at the outset of the process. DIT concurs with the
recommendation for DIT to attend the monthly DPMM-OCA meeting for IT-related projects on the agenda.
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NEGOTIATIONS WITH VENDOR’S COUNSEL
Enhancement Opportunity ‘

As observed during interviews, OCA sometimes negotiates with vendor’s counsel during later phases in

the procurement process. It was asserted that when OCA negotiates with vendor’s counsel directly, the
review process is expedited. We were also informed that there are cases whereby vendor Counsel is not
always available to negotiate with OCA. This has contributed to a bottleneck in the flow of
communication.

Recommendation

We recommend that a trigger is included in the Contract Specialist Procedural Reference (if exist) to
include an early indicator for contacting OCA to assist in procurement when legal expertise is needed.
There was considerable discussion around this issue and it appeared this process is expedited when OCA
starts the dialogue early in the process with vendor counsel of the vendors.

Point of Contact Target Implementation Email Address
Date

Elizabeth Teare
(County Attorney)
February 28, 2019
Cathy Muse
(Director, DPMM)

MANAGEMENT RESPONSE:
DPMM concurs with the recommended process enhancement. DPMM contract specialists will strive to
identify the earliest appropriate time to consult OCA for legal advice and review. There are
predictable, but not consistent, stages in the contract negotiation process where OCA assistance is
needed. DPMM management will provide regular oversight and guidance over complex procurements to
improve DPMM / OCA consultation.
OCA concurs with the recommendation process enhancement. OCA agrees that the sooner it is notified
that a legal review is needed, the sooner it will be able to review relevant documents and provide legal
assistance.
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COORDINATION OF ANNUAL IT PLAN BETWEEN DIT, DPMM & OCA

Enhancement Opportunity ‘

DIT compiles an Annual IT plan which catalogs the upcoming IT projects. DPMM and OCA participate in
the IT related procurement process. Currently, IT projects are forwarded to OCA when assistance is

needed. Staff and workload assessment is then made to identify resources and prioritize assignments
required for this endeavor.

Recommendation

To assist improving the efficiency in obtaining legal expertise, we recommend that the DIT Annual IT plan
is reviewed with DPMM and OCA to discuss upcoming procurements and other strategic initiatives. This
process should be implemented based on the frequency and depth as deemed appropriate by the
related parties.

Point of Contact Target Implementation Email Address
Date

Elizabeth Teare
(County Attorney)

Wanda Gibson - 28 2019
(Director, DIT) ebruary 28,
Cathy Muse
(Director, DPMM)

MANAGEMENT RESPONSE:

DPMM concurs with the recommended process enhancement. As the County’s IT plan is prepared and
published annually, we will meet with DIT and OCA to gain awareness of major IT procurements.

OCA concurs with the recommended process enhancement and agrees that it will be in a better position
to expedite legal review and negotiations with prospective vendors if OCA brought in earlier in the
process.

DIT concurs with this recommendation and will meet with DPMM and OCA after publishing of the Annual
IT Plan to provide awareness and likely timeframes for upcoming major IT procurements.
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TIMELINE FOR VENDORS TO RESPOND TO REQUESTS
Enhancement Opportunity

As noted from our review and acknowledged by the attendees, vendor time to review and return

contract terms contributes o the extended time to procure. DPMM currently identifies a response time in
all vendor correspondence, but, has not been strictly enforcing compliance. Improvement in this area will
facilitate the process from a timeline standpoint.

Recommendation

We recommend that consideration is given to limiting the time vendors are required to respond with
questions/concerns and/or proposed contracts terms (e.g., based on days deemed appropriate).
Clarifying questions and/or contract issues could restart the clock. These are merely examples and
should be fared out by the appropriate group. This process enhancement could facilitate the process
from a timeline standpoint.

Point of Contact Target Implementation Email Address
Date

Cathy Muse August 31,2018
(Director, DPMM)

MANAGEMENT RESPONSE:

DPMM concurs with the recommended process enhancement. DPMM staff will use available desktop tools
in conjunction with the existing IT project management tool to improve efficiency in the procurement
process. Chronic non-responsiveness will be escalated in the department to bring additional resources to
the matter.
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STANDARDIZED IT PROCUREMENT CONTRACT TEMPLATES

Enhancement Opportunity

OCA is often called upon to review, assess risk, and propose modifications to proposed contract terms. This
process has contributed to the extended times to procure. These procurements include;

e Cloud,
e Software,
e Hardware, and

e Other related information technology goods and services.

We are aware that these contracts cannot be standardized to the extent of being executed without
changes. Through conversations and meetings, we understand that enhancing the existing templates and
standardizing sections in the contract, where appropriate, could assist in streamlining the procurement
process.

Recommendation

We recommend that consideration is given to OCA liaising with DIT and DPMM to standardize sections of
the contracts, where appropriate. This recommendation is designed to make reductions in the resources
needed to compile contracts.

Point of Contact Target Implementation Email Address
Date

Elizabeth Teare
(County Attorney)
Wanda Gibson February 28, 2019
(Director, DIT)

Cathy Muse
(Director, DPMM)
MANAGEMENT RESPONSE:

DPMM and OCA concur with new enhancement recommendation. Earlier collaboration on the development of an

updated IT solicitations would improve the time period needed to develop and issue an RFP for IT goods or services.

DIT concurs with the recommendation and has collaborated with DPMM and OCA on this agreed path, which is a
work in process. It should be noted that due to the large and complex nature of some IT procurements, there may
need to be additional deviations to any established standards based on a specific procurement and rapid changes
in industry practices that must be considered, and this will not necessarily reduce sponsor agency or DIT resource

assignments.
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ACKNOWLEDGEMENT CERTIFICATION

Enhancement Opportunity

Our review revealed; in some cases, where required, OCA reviews and redlines contracts for
negotiations. This process may contribute to the extended times to procure. We are aware that some
statutory requirements preclude OCA from approving contracts that do not comport with Virginia law.
This endeavor would streamline the procurement process and reduce the negotiation time.

Recommendation

We recommend that consideration is given to creating An Acknowledgement Certification including terms

and conditions that comport with statutory requirements. This document could be inserted in the
procurement process when and where deemed appropriate by OCA.

Point of Contact Target Implementation Email Address
Date

Elizabeth Teare
(County Attorney)
February 28, 2019
Cathy Muse
(Director, DPMM)

MANAGEMENT RESPONSE:

DPMM supports the new enhancement recommendation and will research best practice methods used by the
Virginia Information Technologies Agency and other peer organizations with the objective of streamlining the
negotiation process of mandatory (non-negotiable) terms and conditions.

OCA supports the new enhancement recommendations and will draft an Acknowledgment Certification with input

from DPMM and relevant agencies as appropriate.

DIT notes that flexibility will need to be applied so that this provision does not summarily limit market place
solutions that should be considered through the competitive process.
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COUNTY OWNED LAND STUDY

OVERVIEW AND UPDATES

The results of this study may not highlight all of the risks/exposures, process gaps, revenue
enhancements and /or expense reductions which could exist. ltems reported are those which could
be assessed within the scheduled timeframe, and overall organization’s data-mining results. The

execution of OFPA’s studies are facilitated through various processes such as; sample selections
whereby documents are selected and support documentation is requested for compliance and
other testing attributes. There are several types of studies performed by OFPA, e.g.; operational,
financial, compliance, internal controls, and etc. To that end, it is important to note; OFPA staff
reserves the option to perform a holistic financial and analytical data-mining process on all data
for the organization being reviewed where appropriate. This practice is most often employed to
perform reviews for highly transactional studies.

The purpose of this study was to assess the BOS County Owned Land records for existence
(recorded value and physical count). This included (but not limited to) assessing County Owned Land
recognition practices, reconciliation practices between agency tracking and FOCUS and the
County Owned Land valuation process. We worked with the Facilities Management Department
(FMD), the Department of Taxation (DTA) and DOF for this study.

We obtained several sources of data from FMD, DTA and DOF. DTA provided an extract of BOS
County Owned Land from iCare (DTA Land Records Database). This database is managed by
the DTA Real Estate Division, but FMD is responsible for keeping track of the inventory of land
within iCare. The iCare database is populated with information provided by the Fairfax County
Circuit Court. The Circuit Court provides the necessary data for each BOS County Owned Land
Parcel to DTA. DTA staff then enters this information for each parcel into iCare. Information
provided includes; original historical costs, acreage, buyer of land, and several other attributes.
Staff receives updates of acquired County Owned Land from the Circuit Court. DOF is responsible
for tracking the BOS County Owned Land and historical costs in the capital assets database within
FOCUS and reporting the total historical value of land in the Comprehensive Annual Financial
Report (CAFR). BOS County Owned land and easements are reported together in the CAFR.
Below is a five-year comparison of the reported CAFR Land & Easements figures:

Comparison of CAFR Reported Land &
Easements (FY2013-FY2017)

Difference from
Amount -

Previous FY
420,492,8397.00 1,555,978.00
418,936,919.00 2,644, 785.00
A16,292,134.00 953,760.00
415,338,374.00 {4,680,246.00)
420,018,620.00 610,034.00
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GASB 34 guidance is, County Owned Land should be recorded in the County’s books at historical
cost.! When performing our testing, we verified that the land values were recorded accordingly.
A sample of 30 County Owned Land parcels from the DTA list were selected to perform the
substantive testing. Our testing of BOS County Owned Land included; ensuring the deeds were
maintained, historical costs reconciled to FOCUS and recorded acreages reconciled to FOCUS.
Please refer to the substantive testing results in Appendix C. We also performed reviews of the
two extracts of BOS County Owned Land from iCare and FOCUS. These lists were reconciled
against each other with regards to the number of recorded parcels to identify any missing items,
if applicable. While performing reviews of the two extracts of BOS County Owned Land
provided we noted differences in the number recorded in iCare and FOCUS. These lists were
reconciled which resulted in the differences highlighted below in the report.

OBJECTIVES AND RESULTS

Business Objectives Study Assessments
Management of BOS County Owned Land Needs Improvement
Tracking of BOS County Owned Land Needs Improvement
BOS County Owned Land Historical Costs Recorded in FOCUS Needs Improvement
Historical Record Documentation _

Control Summary
Weak Controls

e No anomalies identified during the e Several land parcels recorded in the
review of historical records (e.g. FOCUS inventory were identified as
deed:s). not being owned by the County

and/or BOS.

e BOS parcels identified not in FOCUS.

e Differences in historical costs between
FOCUS and Circuit Court land records.

OBSERVATIONS AND ACTION PLANS

The following table(s) detail observation(s) and recommendation(s) from this study along with
management’s action plan(s) to address these issue(s).

1 NO. 171-A JUNE 1999 Statement No. 34 of the Governmental Accounting Standards Board
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MANAGEMENT OF BOS COUNTY OWNED LAND
Risk Ranking MEDIUM

OFPA performed a reconciliation of the BOS County Owned Land recorded in FOCUS to a file in iCare.
58 parcels were identified in FOCUS but not iCare. These 58 parcels were provided to FMD whereby
management reverted with determinations as to why the parcels were not listed in iCare. The results are
as follows:

e 5 parcels recorded by DOF as BOS County Owned Land are parcels owned by the Park

Authority.

e 16 parcels require status determinations.

e 3 parcels, land swap.

e 2 parcels could not be identified utilizing the Tax Map Number and Acreage.

e 7 parcels were donated.

e 12 parcels of land reflected incorrect Tax Map Numbers on DOF file.

e 3 BOS County Owned Land in Fairfax City (These parcels are not recorded in iCare as they are in
Fairfax City and not taxed by the County).

e 6 parcels incorporated into highways, roads of other properties.
e 2 parcels FMD, questioned whether or not County Funds were used.
e 2 parcels were partially owned by BOS but not reflected in FMD files.

These results of the 58 parcels were provided to DOF for further review. The table below is a summary
of the DOF responses for these respective parcels:

Category DOF Analysis of Land Recon / FOCUS Not In iCare
Requires research to identify when the transactions were transferred to Parks.
(In Fiscal year 2013, we worked with FCPA and developed a much more rigorous

process to identify and coordinate these inter-entity land transfer transactions.)

Transportation items may need descriptive information updates or the removal
of the tax ID for better identification (assuming those identifiers are no longer
valid), but these actions will not be planned until we have finalized our
treatment decisions and initiate implementation. Transportation Land is
recorded in DOF's CAFR.

Asset records that likely need tax map ID updates, or changes to descriptive
information.

One parcel is Capital Asset associated with lease not on iCare. The other three
parcels are in Fairfax City but BOS owned. As these parcels are in Fairfax City,
they are not in in the County's tax records.

Requires additional information researched to reach a determination if any
action is needed.
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Recommendation

OFPA recommends that DOF review the remaining 54 of the 58 identified items and address the issues
for each parcel (e.g. remove parcel from FOCUS inventory, update Tax Map Number, and update
recorded historical costs). But for this review, these parcels of land remained unreconciled.

DOF is working with FBSG to research these items to make determinations of the treatment in the County
records. Finalized results will be presented as part of the bi-annual follow up reporting.

Action Plan

Point of Contact Target Implementation Date Email Address

Chris Pietsch
(DOF Director)
Richard Modie June 30, 2018
(DOF Chief of Financial
Reporting)

MANAGEMENT RESPONSE:

Department of Finance concurs with the recommendation to research and update these items
accordingly.

There has been a long-running effort to update the historical capital asset records for not only land
but all classes of assets that reside in the FOCUS system with information that may not have been
captured in the previous asset systems utilized by the County. Land acquisition is often associated with
large multi-year capital projects that can present a variety of challenges, there have been periods
where multiple parcels may have been recorded as a single asset, and changes to the tax map
identifiers were not captured in the capital asset records. The length of time many of these assets
have been in the county records means these changes could have occurred multiple times as the county
developed and evolved. These are factors that make the research and resolution of these items a
challenging and time consuming process.

In 2017, the Department of Finance began reviewing the practices that have been in place since the
implementation of GASB 34 with regard to transportation (road) projects and associated
transportation assets. Research and update of the transportation related items will be deferred and
undertaken as a part of that effort, so that any updates to these assets will be aligned with the
decisions made in association with the review. This appears to apply to all 28 items noted as
requiring status determination. We feel it is important to note that many of the land assets in the
County records pre-date GASB 34 guidance as well as the systems and processes currently in place.
There are processes currently in place for current transactions and periodic reviews made to identify
items requiring update in the year changes occur.
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TRACKING OF BOS COUNTY OWNED LAND
Risk Ranking MEDIUM

OFPA performed a reconciliation of the BOS County Owned Land recorded in iCare to a similar file from
FOCUS. 358 parcels were recorded in iCare and not FOCUS. These 358 parcels were forwarded to
DOF for management to review. DOF management reverted that there are several reasons as to why
these parcels might not be recorded in FOCUS (e.g. value is <$5k, parcel transfers, parcels could have
been disposed, etc.). DOF is currently working with FBSG to perform research and reconcile the parcels
identified by our office. DOF has identified 210 of the parcels as having historical costs <$5k and
therefore are not recorded as a capital asset. This assertion coincides with County Policy.2 DOF is
considering the appropriateness of the policy given ownership status, e.g. these parcels are owned by
the County.

As historical costs are not required to be captured in iCare, not all values were listed on the extract
provided. Therefore, the dollar magnitude for these unidentified parcels in FOCUS could not be
extrapolated. To that end; this review was performed for count and existence in the record of the
County.

Recommendation

OFPA recommends that DOF review the remaining 148 of the 358 parcels identified and address any
issues (e.g. remove parcel from FOCUS inventory, update Tax Map Number, update recorded historical
costs, and any other relevant data). Further to this process, consideration should be given to DOF
reconciling its records to the Circuit Court records. But for this review, these parcels of land remained
unreconciled. We recommend that this review process is performed on a periodic basis with existing staff
levels to evaluate and restate data relevant to the land parcels. Any lessons learned should be utilized
to identify and close any process gaps. Findlized results will be presented as part of the bi-annual follow up
reporting.

Action Plan

Point of Contact Target Implementation Date Email Address

Chris Pietsch
(DOF Director)
Richard Modie June 30, 2018
(DOF Chief of Financial
Reporting)

2 Accounting Technical Bulletin No. ATB 50010 / Capital Assets (Fixed Assets)
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MANAGEMENT RESPONSE:

Department of Finance concurs with the recommendation to research and update these items
accordingly. It should be noted as a result of this research, additional items could be identified as
below the capitalization threshold.

As noted in the previous response, there are processes currently in place to review current transactions
and periodic reviews are made to identify items requiring update in the year changes occur; however,
the vetting and update of the descriptive details included in older records is on-going effort. Some of
the items to be researched in this area correspond to items noted in the prior observation.

These are long lived assets, and the Generally Accepted Accounting Principles (GAAP) guidance and
recommended best practices that apply today did not apply when the assets were recorded. In most
cases such changes are applied on a prospective basis. In addition, capital asset activities are an
area scrutinized annually as part of the Financial Audit by the County’s external auditors and our
current procedures and controls have been designed to address the challenges that had been
identified during our data cleansing /update efforts.

We would also note that the information maintained in iCare is associated with the property for tax
assessment and may include purchase/sales information, but this is not all that is considered when
determining the amount to be capitalized in accordance with GAAP. Often there will be additional
costs or other factors that need to be applied which could increase or decrease the value used when
recording in the asset system. The external auditors review these transactions during the annual
(external) audit and the amounts recorded are not generally revisited or changed in future periods.

We also note that the current capitalization policy is appropriate in accordance with GAAP.
Reviewing the capitalization threshold is an upcoming finance project and exploring the exclusion of
land from the limits is one of the items that is planned for consideration.
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BOS COUNTY OWNED LAND HISTORICAL COSTS RECORDED IN FOCUS
Risk Ranking MEDIUM

Differences exist in the recorded historical costs for BOS County Owned Land between the Circuit Court
Land Records and DOF (FOCUS). The differences for the total population of BOS County Owned Land
are not available. We provided a sample of five parcels for research by DOF. The differences
identified for the sample is $2,274,920. DOF has provided supporting documentation for one of the
parcels which addresses $1,738,000, this difference is related to the partial transfer of a parcel to the
Park Authority. The remaining unreconciled balance is $536,920.

DOF is in the process of researching/reconciling the differences in recorded historical costs for the
remaining parcels. As historical costs are not required to be captured in iCare, not all values were listed
on the extract provided. Therefore, the dollar magnitude for these unidentified parcels in FOCUS could
not be extrapolated.

Recommendation

As part of the records review between FOCUS and Circuit Courts (mentioned in the above observation),
the update of relevant data should include validation of historical costs. Consideration should be given to
performing this process under the same parameter as mentioned above, e.g. performed at the frequency
and quantity deemed feasible utilizing the existing staff. Any lessons learned should be utilized to
identify and close any process gaps. Finalized results will be presented as part of the bi-annual follow up
reporting.

Action Plan

Point of Contact Target Implementation Date Email Address

Chris Pietsch
(DOF Director)
Richard Modie June 30, 2018
(DOF Chief of Financial
Reporting)

MANAGEMENT RESPONSE:

The Department of Finance has identified the reason for the “unreconciled balance” of $536,920 as
follows:

o $507,986 as structures that were on the properties and therefore should not be recorded as
land assets (3 items);

o $28,934 of ancillary costs that were capitalized in association with the land (1 item).
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DOF will continue to work on providing support for these items, recognizing that documentation may

be difficult to obtain as a number of these transactions originated in excess of 20 years ago.
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BUSINESS, PROFESSIONAL AND OCCUPATIONAL LICENSES (BPOL) STUDY

OVERVIEW AND UPDATES

The results of this study may not highlight all of the risks/exposures, process gaps, revenue
enhancements and /or expense reductions which could exist. ltems reported are those which could
be assessed within the scheduled timeframe, and overall organization’s data-mining results. The

execution of OFPA’s studies are facilitated through various processes such as; sample selections
whereby documents are selected and support documentation is requested for compliance and
other testing attributes. There are several types of studies performed by OFPA, e.g.; operational,
financial, compliance, internal controls, and etc. To that end, it is important to note; OFPA staff
reserves the option to perform a holistic financial and analytical data-mining process on all data
for the organization being reviewed where appropriate. This practice is most often employed to
perform reviews for highly transactional studies.

The purpose of this study was to assess the revenue recognition and accounting control practices
related to the BPOL process. This included (but not limited to) an assessment of cash handling,
accounting & revenue recognition, effectiveness of the renewal process and BPOL remittances.
OFPA worked with DTA to perform this study. BPOL licenses are required for all businesses
operating within Fairfax County and must be renewed each year. DTA issues BPOL renewal
notices in January of each year to businesses that have previously been issued a license.
Businesses must submit their BPOL Application, payment and other required documents (if
applicable) by March 1 of each year or they will be subject to late fees. New businesses in
Fairfax County must apply and pay for their BPOL license within 75 days of beginning business
operations. Businesses are required to pay either a flat fee or a calculated rate based on their
gross receipts/purchases from the previous year. DTA has provided the below information which
details how businesses determine the respective fees due:

BPOL FLAT FEES AND RATES
Businesses with gross receipts/purchases of 5100,000 or less pay a flat fee, as follows:

-There is no fee for businesses with gross receipts/purchases of 510,000 or less.

-For businesses with gross receipts/purchases of $10,001-550,000, the fee is $30.

-For businesses with gross receipts/purchases of $50,001-5100,000, the fee is S50.

-If gross receipts/purchases are 5100,001 or more, then the BPOL tax rate applies. The
tax rate varies based on the nature of the business and is specified in the BPOL
Ordinance (Fairfax County Code Section 4-7.2)

BPOL licenses are not issued to businesses until the applications and payments have been received
by DTA. As per DTA, the systems utilized for the BPOL process are INovah (DTA internal BPOL
database) and FOCUS. INovah does not interface with FOCUS therefore manual entry of BPOL
data into FOCUS is performed by DTA staff daily. As part of our substantive testing, we
reviewed to ensure that our selected samples recorded in INovah reconciled to the data entered
in FOCUS.
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To facilitate this study, OFPA obtained several sources of data from DTA. This data included;
extracts from INovah, supporting documentation for selected samples, BPOL policies and
regulations, BPOL monthly reconciliations, BPOL provisioning documentation, BPOL aged
receivables and etc. As per County Counsel and DTA, all Personally Identifiable Information (Pll)
was required to be redacted from all data submitted to OFPA due to Code of Virginia — Secrecy
of Information/Penalties (Effective January 15, 2018)3. The period of review for this study was
FY 2015 - FY 2016.

Substantive testing was performed by utilizing the above-mentioned data provided by DTA. We
selected several samples for review to include; 70 BPOL Remittances, aged receivables for three
years, three monthly reconciliations and 10 cashier daily transactions for substantive testing. An
additional 45 random businesses were selected for BPOL license issuance testing. The results of
the substantive testing can be found in Appendices D-F. OFPA also interviewed DTA staff on
several occasions during this study to discuss processes and procedures related to BPOL to obtain
an understanding of these operations performed.

3Va. Code §58.1-3
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OBJECTIVES AND RESULTS

Business Objectives

Integrated Tax and Finance Systems

Study Assessments
Needs Improvement

BPOL License Monitoring and Issuance

Needs Improvement

BPOL Refund Process

Cash Handling

Provisioning of Aged Receivables

BPOL Remittances

BPOL License Renewal Process

Control Summary
Weak Controls

Three levels of review are performed
prior to a Director’s sign-off on refunds.
Cash handling /collection /recognition
processes reconcile and vouch without
errors.

Provisioning of BPOL Aged Receivables
were performed utilizing current
balances and provisioning matrix.

For items tested, BPOL remittances were

received prior to BPOL license issuances.

Based on data provided by DTA, BPOL
renewal process is ~95% effective.

INovah (DTA System) not Interfaced
with FOCUS.

Local businesses compliance with
BPOL licensure monitoring and
issuance process could be enhanced.

OBSERVATIONS AND ACTION PLANS

The following table(s) detail observation(s) and recommendation(s) from this study along with

management’s action plan(s) to address these issue(s).
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INTEGRATED TAX AND FINANCE SYSTEMS
Risk Ranking MEDIUM

A notable item of this review was the data entry process between INovah and FOCUS for BPOL for
payments, refunds, business information, and etc. We are aware of a new tax system launch (Tax PP)
coming in 2018 to replace INovah.

Recommendation

If not already included in the scope of work of the project (Tax PP) implementation, consideration should
be given to working with DIT to interface the (Tax PP) with FOCUS to reduce uploads and/or manual
data entries. While our review of three reconciliations between INovah and FOCUS did not reveal errors,
this is a recommendation for process enhancement if feasible.

Action Plan

Point of Contact Target Implementation Date Email Address

Jay Doshi

(DTA Director)

Juan Rengel

(DTA Division Director)

MANAGEMENT RESPONSE:

June 30, 2019

DTA and DIT concur with the recommendation and have, prior to the audit study, placed the TaxPP/FOCUS
interface amongst the priorities for next phase’s enhancements for TaxPP modernization. We are targeting
Mid- CY 2019 for implementing the interface, given no other business changes that will need to supersede
this work that necessitate modifications to TaxPP such as mandates or rate changes from legislative or other
statutory requirements.
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BPOL LICENSE MONITORING AND ISSUANCE
Risk Ranking MEDIUM

OFPA performed a review of 45 randomly selected businesses operating within Fairfax County. Tests
were performed to assess if BPOL licenses had been issued to these businesses. At the beginning of this
study, DTA provided a list of businesses that had been issued BPOL licenses. We utilized this list of
issuances to compare to our selected sample. For validation purposes, we provided the sample to DTA to
confirm whether these businesses had received current BPOL licenses. Based on the information provided
by DTA, 15 out of 45 (or 33%) of businesses were not required to have BPOL licenses. A post-review
reconciliation performed by DTA revealed 1 out of the 15 (or 0.07%) originally identified businesses
were operating without a BPOL license. The remaining 14 originally identified businesses had either
seized operations, short-term leases, or were daycare providers in residential homes with annual gross
receipts less than $10k. Businesses with receipts less than $10K are not required to obtain BPOL licenses.
Please refer to Appendix F for testing results.

Recommendation

OFPA recommends that DTA augment the current practices utilized to identify unlicensed businesses with
enhancements such as incorporating the use of external databases for comparative analysis. Some
examples of these suggested databases are; Chamber of Commerce, Dun & Bradstreet, Better Business
Bureau or other sources deemed appropriate. Consideration should be given to performing this process
utilizing electronic mechanisms e.g. file matching utilizing vLookups. While we are aware that DTA staff
(business tax specialists) are assigned areas of the County to search for new businesses that have not yet
registered, we recommend this process be enhanced based on the above-mentioned approach. This
process could be performed at the frequency and quantity deemed feasible utilizing the existing staff.
Lessons learned could then be employed to refine the process to a state of diminishing returns or
continued if needed.

Action Plan
Point of Contact Target Implementation Date Email Address
Jay Doshi

(DTA Director)
Juan Rengel
(DTA Division Director)

MANAGEMENT RESPONSE:

January 31, 2020

DTA has been exploring the option of using advanced analytics and linking technology that could help
us in the discovery of unregistered businesses that are not in our system and merit further investigation.
Assuming funding can be appropriated, we anticipate having this solution in place by FY20.
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STATUS REPORT FOR PRIOR PERIOD RECOMMENDATIONS

(In Progress)
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Fairfax County
Office of Financial and Program Audit

APPENDICIES

APPENDIX A

EMS Hardship Waiver Approval Substantive Testing

Selected Sample Attributes Testing Results

. Proper
Proper Hardship Authorization

Amount Run Number Date of Service Documentation . Written Off
e G ETGEL T
Maintained

Waivers
7/25/2016
7/15/2016
8/9/2016
8/1/2016
9/8/2016
10/3/2016
10/25/2016
11/23/2016
11/23/2016
12/9/2016
1/20/2017
1/20/2017
2/17/2017
2/17/2017
3/27/2017
3/27/2017
a4/17/2017
a/17/2017
5/17/2017
5/17/2017
6/12/2017
6/12/2017
7/18/2017
7/18/2017
8/7/2017
8fa/2017
9/19/2017
5/17/2017
10/25/2016
9/19/2016

E160533213 2/22/2016 Yes Yes
E161000747 4/9/2016 Mot Complete Mo (Motel)
161033136 4/12/2016 Yes Yes
E160031150 1/3/2016 Yes Yes (Note 2)
E161201924 4/29/2016 Not Complete No (Notel)
E160930072 4/7/2016 Yes Yes
E162131088 7/31/2016 Yes Yes
E162701684 9/26/2016 Yes Yes
E162521646 9/8/2016 Yes Yes (Note 2)
E162061969 7/24/2016 Yes Yes (Note 2)
E162370573 8/24/2016 Mot Complete No (Notel)
E162940586 10/20/2016 Yes Yes
E163240675 11/19/2016 Yes Yes
E162533411 9/10/2016 Yes Yes
E162811737 10/7/2016 Yes Yes (Note 2)
E170630827 3/4/2017 Yes Yes (Note 2)
E170350148 2/af2017 Yes Yes
E153132744 11/9/2015 Yes Yes (Note 2)
E170730304 3/19/2017 Yes Yes (Note 2)
E131522107.1|  6/1/2013 Not Complete No (Notel)
E152940925 10/18/2015 Yes Yes
E171161598 4/26/2017 Yes Yes (Note 2)
E170980822 4/8/2017 Yes Yes (Note 2)
El161322612 5/11/2016 Yes Yes
152840386 |  10/11/2015 Yes Yes
E170691157 3/10/2017 Yes Yes
E171781233 6/27/2017 Yes Yes
E170300583 1/30/2017 Mot Complete No (Notel)
E161600579 6/8/2016 Yes Yes
E153470192 12/13/2015 Yes Yes

L (L [ L |0 U0 | L0 |0 L0 (U0 (L0 L L0 L0 L0 | L U0 (L0 L L0 U0 U0 L L L0 U0 [ L U0 U

Note 1: Customer did not provide all the requisite supporting documentation.
Note 2: Approved per INOVA financial aid documentation.
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Selected Sample Attributes

Land Record Parcels

Historical Cost

Fairfax County
Office of Financial and Program Audit

APPENDIX C

Land Record
Acreages

Land Record
Parcel

Selected Sample of County Owned Land from DTA File (As per 12/15/2017)

Tax Map No. Acres Recorded in iCare ~ Historical Costs Diff DOF Notes
N ~ Recorded in _
{Circuit Court s Recorded in
Historical Records) FOCUS
0441 01 0001D 6.857 £6,941,757.00 6.86 $1,272,208.54 $5,669.548.46 REQUIRE FURT:Zi RESEARCH BY
0802 O7 H 9.027 $39,400,000.00 9.027 $2,472,200.00 $6,927,.800.00 REQUIRE FURTEZF:: RESEARCH BY
0561 15 0006 9119 $11,110,610.00 9.119 $151,750.63 $10,958,859.37 REQUIRE FURT:ZF:: RESEARCH BY
REQUIRE FURTHER RESEARCH BY
0451 01 0007 15.897 $£5,500,000.00 20.89 $3,762,000.00 $1,738,000.00 DOF
REQUIRE FURTHER RESEARCH BY
0223 01 0057B 2.576 $3262,500.00 2.576 $367,215.00 -$4,715.00 Q DOF
REQUIRE FURTHER RESEARCH BY
0174 01 0017A 9.013 $32,900,000.00 N/A N/A N/A a DOF
REQUIRE FURTHER RESEARCH BY
0442 01 0002 4.246 $159,000.00 4.95 $160,868.00 -$1,868.00 Q DOF
0493 39 0001 4.864 55,440,000.00 4.87 $5,440,000.00 $0.00
0561 01 0047C 2.827 $2,700,000.00 N/A N/A N/A REQUIRE FURT:Z': RESEARCH BY
o802 01 0024 £8.201 £1,000,000.00 8.201 $1,000,000.00 $0.00
REQUIRE FURTHER RESEARCH BY
0521 01 0006 1.256 $285,000.00 N/A N/A N/A Q DOF
1083 01 0021 I13.163 $225,000.00 12.163 $225,000.00 $0.00
0391 01 0022A 517 $65,000.00 5.17 $65,000.00 $0.00
0302 03 0027 0.689 $60,000.00 0.688 $61,379.00 -$1,379.00 REQUIRE FURTEZ': RESEARCH BY
0251 01 00182E 1.664 $427,656.00 1.664 $271,820.00 $155,826.00 REQUIRE FURTEZ': RESEARCH BY
0162 02 0183A1 5.523 £32,325,000.00 5.523 $2,327,500.00 $997,500.00 REQUIRE FURTEZ': RESEARCH BY
REQUIRE FURTHER RESEARCH BY
o502 07 0002 0.278 S$50,000.00 0.278 $50,497.56 -$497.56 DOF
0494 14 0004 6.253 545,800,000.00 NSA N/A N/A REQUIRE FURTEE:: RESEARCH BY
REQUIRE FURTHER RESEARCH BY
O773 01 0021 7.353 £1,973,150.00 7.35 $2,002,084.00 -$28,934.00 DOF
REQUIRE FURTHER RESEARCH BY
0561 15 0005A 2.688 $492,997,749.00 2.69 $21,395.65 $49,976,353.35 DOF
REQUIRE FURTHER RESEARCH BY
0711 01 0072 9.053 $67,827,381.00 N/A N/A N/A Q DOF
0694 01 0053 1.373 $200,000.00 1.373 $200,000.00 $0.00
REQUIRE FURTHER RESEARCH BY
o814 01 0021 0.688 $2324,000.00 0.69 $177,840.00 $56,160.00 Q DOF
0554 04 0001 0.579 $400,000.00 5.79 $400,000.00 $0.00
REQUIRE FURTHER RESEARCH BY
0263 01 0002 2.204 $306,000.00 2.204 $10,000.00 $296,000.00 DOF
0554 01 0010 i1.761 $100,000.00 1.761 $101,975.00 -$1,975.00 REQUIRE FURTEZF:: RESEARCH BY
0741 01 0015 0.506 $6,600.00 N/A N/A N/A REQUIRE FURT::E;: RESEARCH BY
0831 01 0043 0.182 $563,293.00 NSA N/A NS/A REQUIRE FURT:Z': RESEARCH BY
0992 15 0001 9.23 $2,300,000.00 9.23 $2,300,000.00 $0.00
035301 0011A 5.05 51,260,790.00 5.05 $1,260,790.00 $0.00
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Selected Sample Attributes

Fairfax County
Office of Financial and Program Audit

APPENDIX D

BPOL Monthly Reconciliations Substantive Testing

Testing Attributes

Monthly DTA INovah L L.
L o Reconcilation | Reconcilation )
Reconciliation Date of BPOL Reconciliation Report Segregation of
Account # L ) i Performed Properly :
Month/Year Reconciliation Documentation | Reconciles to . Duties
. Timely Approved
Maintained FOCUS

122290 Mar-16 4/22/2016 Y Y Y Y Y
122290 Apr-16 5/19/2016 Y Y Y Y Y
122290 May-16 6/14/2016 Y Y Y Y Y
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Fairfax County
Office of Financial and Program Audit

APPENDIX E

BPOL License Cash Handling Substantive Testing

Cashier

Transaction
Date

Daily BPOL
L 0

INOVAH Daily
Transactions

Diff

INOVAH Daily Transaction
Report Reconciles to FOCUS

Coshier#1 | 4/27/2016 5272.67 5272.67 50.00 Y
Cashier#? | 4/27/2016 5132.75 5132.75 50.00 Y
Cashier#3 | 4/27/2016 $83,581,52 $83,581,52 50.00 Y
Coshier#d | 4/27/2016 $43,979.10 $43,979.10 50.00 Y
Coshier#5 | 4/27/2016 $17,.441.01 $17,441.01 50.00 Y
Cashier#6 | 4/27/2016 53,283.86 53,283.86 50.00 Y
Coshier#7 | 4/27/2016 81,333.62 $1333.62 50.00 Y
Coshier#8 | 4/27/2016 $13,487.43 $13,487.43 50.00 Y
Coshier#9 | 4/27/2016 $111,394.11 §111,394.11 50,00 Y
Cashier#10 | 4/27/2016 $215,193.49 5215,193.49 50.00 Y
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Fairfax County
Office of Financial and Program Audit

APPENDIX F

Fairfax County Businesses (Sample of 45) Fairfax County Businesses (Sample of 45)
BPOL License Issuance Testing BPOL License Issuance Testing

Verification of BPOL Verification of BPOL
Business Name License lssuance THLEVEL T License lssuance
(Found/Not Found) (Found/Not Found)

Fairfax County Local Business - One DTA Research - Not Found Fairfax County Local Business - One DTA Research -
Faitfax County Local Business - Two DTA Research - Not Found Fairfax County Local Business - Two DTA Research - Found
Fairfax County Local Business - Three DTA Research - Not Found Fairfax County Local Business - Three DTA Research - Found
Fairfax County Local Business - Four DTA Research - Not Found Fairfax County Local Business - Four DTA Research - Found
Faitfax County Local Business - Five DTA Research - Not Found Fairfax County Local Business - Five DTA Research - Found
Faitfax County Local Business - Six DTA Research - Not Found Fairfax County Local Business - Six DTA Research - Found
Fairfax County Local Business - Seven DTA Research - Not Found Fairfax County Local Business - Seven DTA Research - Found
Faitfax County Local Business - Eight DTA Research - Not Found Fairfax County Local Business - Eight DTA Research - Found
Faitfax County Local Business - Nine DTA Research - Not Found Fairfax County Local Business - Nine DTA Research - Found
Fairfax County Local Business - Ten DTA Research - Not Found Fairfax County Local Business - Ten DTA Research - Found
Faitfax County Local Business - Eleven DTA Research - Not Found Fairfax County Local Business - Eleven DTA Research - Found
Faitfax County Local Business - Twelve DTA Research - Not Found Fairfax County Local Business - Twelve DTA Research - Found
Fairfax County Local Business - Thirteen DTA Research - Not Found Fairfax County Local Business - Thirteen DTA Research - Found
Fairfax County Local Business - Fourteen DTA Research - Not Found Fairfax County Local Business - Fourteen DTA Research - Found
Faitfax County Local Business - Fifteen DTA Research - Not Found Fairfax County Local Business - Fifteen DTA Research - Found
Fairfax County Local Business - Sixteen DTA Research - Not Found Fairfax County Local Business - Sixteen DTA Research - Found
Fairfax County Local Business - Seventeen DTA Research - Not Found

Faitfax County Local Business - Eighteen DTA Research - Not Found

Faitfax County Local Business - Nineteen DTA Research - Not Found

Fairfax County Local Business - Twenty DTA Research - Not Found

Faitfax County Local Business - Twenty-One DTA Research - Not Found

Faitfax County Local Business - Twenty-Two DTA Research - Not Found

Fairfax County Local Business - Twenty-Three DTA Research - Not Found

Faitfax County Local Business - Twenty-Four DTA Research - Not Found

Faitfax County Local Business - Twenty-Five DTA Research - Not Found

Fairfax County Local Business - Twenty-Six DTA Research - Not Found

Fairfax County Local Business - Twenty-Seven DTA Research - Not Found

Faitfax County Local Business - Twenty-Eight DTA Research - Not Found

Fairfax County Local Business - Twenty-Nine DTA Research - Not Found
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Fairfax County

Office of Financial and Program Audit

LIST OF ACRONYMS
AC Audit Committee
BOS Board of Supervisors
BPOL Business, Professional and Occupational Licenses
CAFR Comprehensive Annual Financial Report
CY Calendar Year
DAHS Department of Administration for Human Services
DHCD Department of Housing and Community Development
DIT Department of Information Technology
DMB Department of Management and Budget
DOF Department of Finance
DPWES Department of Public Works and Environmental Services
DPMM Department of Procurement and Material Management
DTA Department of Tax Administration
EMS Emergency Medical Services
FBSG Focus Business Support Group
FCDOT Fairfax County Department of Transportation
FCPA Fairfax County Park Authority
FCPS Fairfax County Public Schools
FMD Facilities Management Department
FPG Federal Poverty Guidelines
FRD Fire and Rescue Department
FY Fiscal Year
GAAP General Accepted Accounting Principles
GF General Fund
G/L General Ledger
IFB Invitation for Bid
OCA Office of the County Attorney
OFPA Office of Financial and Program Audit
Pll Personally Identifiable Information
POC Point of Contact
RAA Retirement Administration Agency
RFP Request for Proposal
SAC Selection Advisory Committee
SBC Small Business Commission
SOP Standard Operating Procedures
Y-T-D Year to Date
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ADDENDUM SHEET

OFPA (February 2018 /Agency Report and/or Debriefing)

02/13/2018

The table below lists discussions from the Audit Committee.

Location in Document

Comments

Pg. 9/0bservation

Request for insurance companies related write-
off aged receivables past 180 days for the last
24 montbhs.

Pg. 9/0bservation

Explore opportunities for enhancing the 180 day
aged receivables write-off policy.

Pg. 20/Recommendation

Explore opportunities for utilizing alternative
SAC members for the evaluation process when
the leads are unable to attend meetings.

Pg. 20/Recommendation

Provide training for members of the SAC to
include the chair, vice-chair and other positions
as deemed appropriate.

Pg. 39/Paragraph One

Consideration should be given to allowing OFPA
access to all County records for study purposes.

~End~
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www.fairfaxcounty.gov/boardauditor

Office of the Financial and Program Audit
12000 Government Center Parkway, Suite 233
Fairfax, Virginia 22035
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